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Comments

These comments reflect the current views of IRATE, Inc.  on behalf of Cape Cod
residential and small commercial users of electric power.  These comments are in
reaction to the possibility that some or all of the proposed settlement might be the
model for restructuring of the Cape Cod service territory.

Firstly,  we find that the proposed "Offer of Settlement"  document to be organized in an
exceptionally cumbersome way and therefore very difficult to grasp the implications that
such a settlement will have on the ratepayers.  This coupled with the exclusionary
process which was used to reach the Restructuring Settlement Agreement and the 
aggressive promotion of the benefits of this Settlement have caused IRATE to be
concerned that a number of factors have not been adequately considered.  It also
seems strange and undesirable that the proposed Settlement is presented in a way
which seems to ignore the DPU order for submission of restructuring proposals.

Secondly,  we believe that the promotion of this "Offer of Settlement Agreement"  has
substantially misrepresented the benefits to the ratepayer and failed to mention any of
the new risks which would arise. Our understanding of the "Standard Offer"  described
in this proposal would result in a first year 10% rate reduction;  followed by regular
annual increases which cumulatively result in a 10% rate increase in the seventh year. 
These increases amount to a 22% increase across the life of the agreement.  We
believe describing this as a guaranteed 10% rate reduction as a real stretch of ones
imagination.  Further since the Offer enumerates a number of elements of cost which
might vary and for which the ratepayer is at risk,  we are unsure what the "guarantee"
does for the ratepayer.   

Thirdly,  we are concerned that the commitment to sell off all generating assets is a
drastic step.  Such a step could create dire consequences which need to be carefully
considered before acting.  

Based on the supporting data presented in the "Offer of Settlement"  it seems that
MECO is in the enviable position of having a future of declining fixed costs.  We would
like to see an analysis of the impact of "continuing operations as is"  on the customers
rates compared to the projected rate increase described in the "Standard Offer".  

The "Offer of Settlement"  mentions a number of elements of cost which are subject to
unforeseen change and for which the ratepayer will be responsible.  We would like to
see a sensitivity analysis of the impact of a sharply rising market price for electric power
comparing the effect on rates as proposed in the "Standard Offer" and on rates in the
"continuing operations as is" scenario.
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Finally,  this proposed "Restructuring Settlement Agreement"  shares the same
common wisdom which the Department of Public Utilities has espoused; that is that
"unbundling" and "customer choice" are the avenues which will lead Massachusetts to
competitive electric power costs and that some how everything will work out OK.  In our
view,  this approach is overly simplistic and has a number of undesirable aspects which
suggest that we should proceed cautiously and slowly towards the restructuring of this
industry.  

It appears that all of the interested parties have accepted the common wisdom that
regulated monopolies have failed and are no longer viable alternatives.  
• We seem unwilling to try to understand that our costs are higher than elsewhere in

the nation and to ask whether we could not resolve some of those cost problems in
a lower risk fashion.  

• We seem unable to remember that regulated utilities have major advantages in the 
cost of borrowing funds and the returns on equity necessary to attract investors.  

• We seem unwilling to admit that Massachusetts, its legislative,  administrative, 
regulatory branches and various interest groups have constructed a restrictive and
costly environment in which the utilities are obligated to function.  

• We seem to shy away from recognition the regulated utility industry has served us
very well in the avoidance of major power outages. 

Deregulation is a trend sweeping across the Nation. It is not however a "horse race". 
There is no prize for being first.  Massachusetts does not need to implement complex
and risky regulations in order to be seen as the leader.  IRATE believes that more
emphasis should be placed on understanding how costs will be reduced and authorize
those changes which will result in lower costs and lower rates without sacrificing safety, 
reliability and customer service.  Let's be seen as the state which restructured the
electric utility industry in a way which actually caused electric rates to decline and
improved our states performance in the ongoing race for economic health.
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